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LIFE INSURANCE SUPERVISION IN MASSA- 
CHUSET TS.* 


How the System was established.—lIts Effects upon the Welfare of the Business. 


BY FREDERICK L. CUTTING. 


To the life insurance companies and 
their members, as well 2s to all who 
have a beneficial or even general con- 
cern in the integrity and safety of 
these institutions, the history of the 
regulation and supervision of their 
business by the Commonwealth is a 
subject of much interest and impor- 
tance,—the origin of the system, its 
workings and results. 

Almost every state in the Union has 
now some plan of legal regulation of 
the life insurance business, all varying 
in more or less important particulars. 
From the great variety of these laws 
and methods which the different states 
have adopted, each as suited ‘o its 
conditions and purposes, comparisons 





*From the 46th annual report of the 
Massachusetts Insurance Department. 


of plans and requirements will natur- 
ally suggest themselves; but in mak- 
ing a brief sketch of the system as 
adopted and employed here, there is 
no intention or purpose of making 
the slightest reflection upon the laws 
or methods of any other state, only 
an outline of what is being done under 
the law of this Commonwealth, and 
the reasons -therefore. Much criti- 
cism has been made in many direc- 
tions and at many times of the strict 
and sturdy insistance here upon a 
compliance with the essential terms 
and intentions of the law on the part 
of those in control of these massive 
institutions, to which in such ar. ex- 
traordinary degree and extent the ma- 
terial interests and family fortunes of 
the community are entrusted; and it 
is believed that a statement of the con- 
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ditions which these rules are designed 
1» regulate will at least show what the 
Commonwealth deemed it prudent 
and proper to safeguard and protect. 
In the very early days of life insur- 
ance in this country, while even its 
existence was hardly known and its 
influence upon public affairs imper- 
ceptible, Mr. Elizur Wright, one of 
the insurance commissioners of that 
time, forecast its possibilities, dimly, 
to be sure, and the following years 
have wonderfully corroborated the 
correctness of his general predictions. 
It early occurred to him that a busi- 
n:ss of such prospective importance 
and based upon such unique and intri- 
sate theories was especially liable to 
be perverted to the advantare of un- 
scrupulous managers and to the cor- 
responding detriment of an unin- 
formed clientele. He was a pecu- 
liar genius, keen of analysis and the- 
oretical reasoning, quick, apt and re- 
sourceful of expedients, however 
often he may have failed of their swn- 
thetic and practical application. A 
great deal of his writing was of that 
oracular sort which could be and has 
often been quoted in contredictory 
ways, to suit each one’s own purposes 
and predilections. That he was earn- 
est and sincere no one could doubt, 
and that the accuracy of much of his 
early reasoning and prophecy has 
been vindicated by events no one now 
denies. 
ELIZUR WRIGHT’S THEORIES. 


The business of life insurance as he 
then described it was of an exception- 
al nature, its theories and principles 
wholly beyond the knowledge of the 
people it is intended to benefit, so 
easy and liable to perversion and sel- 
fish misuse that it should not be per- 


e 


mitted unless under intelligent and 
effective supervision. Moreover, from 
the wide and delicate responsibility 
which must rest upon these institu- 
tions to safeguard and carry forward 
these trusts of the utmost importance 
to the people, no more such should be 
organized than the real needs evident- 
ly called for. No general law for their 
formation was ever enacted, but the 
legislature reserved to itself the right 
to say when the necessity had arisen 
for a new company; and all were char- 
tered by special acts, just as in case 
of trust companies and savings banks, 
nor were any to be admitted from 
other states except under the same 
strict rules as applied to our own com- 
panies. This was his view, and was 
the one which prevailed with the leg- 
islature and “became the established 
policy of the Commonwealth. 

Of course there is the opposite 
view,—that paternalism and restraint 
are mistakes, that the people would 
be freer, happier and more prosperous 
under the rule of caveat emptor,— 
free trade,—every one for himself, and 
the business a game of wits. But that 
was not the one. adopted, and is not 
now in question. It may be said that 
the system has acted to deter the for- 
mation of new companies; it has, but 
its effect has also been to keep ex- 
isting ones in line, and the simple fact 
that no regular life company incor- 
porated in Massachusetts has ever 
failed stands out in vivid illustration. 
What is the history of other forms of 
Massachusetts companies not so re- 
stricted? The roof overhead, unno- 
ticed and unthought of, would be 
promptly brought to mind and appre- 
ciated by its failures in an inclement 
juncture. 


‘ 











At the time the system of state su- 
pervision of life companies was adopt- 
ed in Massachusetts, no one could 
possibly have imagined that the busi- 
ness could attain its present magni- 
tude. If present conditions could 
have been more clearly foreseen, per- 
haps some more comprehensive and 
less cumbersome method would have 
been sought for. What it could have 
been, to as effectually meet the pur- 
pose, is not easy to see, nor has any 
proposed substitute seemed accep- 
table. A considerable and growing 
difficulty to completely effective su- 
pervision arises from the wide exten- 
sion of the affairs of some of the 
United States companies beyond the 
borders of the republic, with the con- 
sequent location and deposit of large 
funds in foreign and inaccessible cus- 
tody. That, however, has nothing to 
do with the intention of the system 
within the home country, and merely 
illustrates the limitations of this or 
any other supervisory system. 

The method of Mr. Wright was ad- 
mirably adapted to hold in check any 
attempted perversion or maladminis- 
tration of the corporation of his time. 
His theory was that the accounts 
should be thoroughly audited and 
proved annually, and full publicity 
given by state authority to all the 
transactions and relations between 
company and policy holders. This 
was to be accomplished by actual ac- 
counting and computation in case of 
every individual policy. With the 


size of the companies at that time this 
was quite possible,—indeed, was of 
easy accomplishment, as readily ap- 
pears whea it is considered that the 
total of the business at that time was 
of less volume and value than that of 
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a single small company of today. It 
was quite an easy: matter for each 
company to furnish the data and for 
the department to make close valua- 
tion and analysis of all yearly transac- 
tions. But today the business shows 
much more than a hundredfold in- 
crease, and what was then.a small lo- 
cal and closely limited volume and 
amount is now world-wide in its dis- 
persion, and almost inconceivable in 
its magnitude and the variety of its 
contracts and investments. 


HOW ACCOUNTS ARE CHECKED. 


At the time of its adoption here no 
other state had acted upon or consid- 
ered the subject of systematic super- 
vision and accountability of the life 
insurance companies, and therefore 
whatever was done anywhere for any 
of the companies operating here was 
done by the Massachusetts depart- 
ment; and the system adopted here 
for our own companies was made of 
universal application to all companies 
doing business in Massachusetts, 
wherever their domicile. 

‘With his characteristic theoretical 
thoroughness, Mr Wright evolved the 
plan of accounting under which at all 
times the department should hold an 
absolute check upon the complete- 
ness and accuracy of the periodical 
exhibits of the company, through a 
system of duplicate and independent 
policy records, held in the department 
and wholly beyond the influence, con- 
trol or touch of the company, in this 
wise; requiring that the company 
should furnish to the department at 
the start a complete and authenticat- 
ed descriptive list of all policies then 
in force, thé data to be sufficient in 
every case for a full understanding of 
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the character of the contract and for 
computing the reserve liability of the 
company on its account. From this 
register, which then became a perma- 
nent record in the department, is cal- 
culated the reserve or so-called net 
value of all the company’s policies. 
This reserve, which is ascertained by a 
separate calculation upon each indi- 
vidual policy, is the exactly computed 
amount which the company must 
have in funds and approved securities 
to protect the obligations which it has 
incurred and which are constantly in- 
creasing and accruing under its con- 
tracts with its policy holders; and it 
is as vital and essential to know that 
the assets are sufficient to cover the 
reserve, as for a savings bank’s prop- 
erty to equal its deposits, and there 
is no other way of ascertaining what 
this amount should be except by the 


process of calculating these separate 


and aggregate values. The reserve 
constitutes on the average more than 
nineteen-twentieths of the entire lia- 
bilities and obligations of a life com- 
pany, and is therefore by far the most 
vital and important single item of the 
entire statement of accounts. 

In any examination of the accounts 
and condition of a company, certainly 
the verification of the liabilities is of 
equal importance with the proof of 
ownership and value of the assets. 
All the assets have their correspond- 
ing liability in some form, and when 
it 1s considered that at least 95 per 
cent. of the actual liability consists of 
the policy reserve, the necessity of a 
correct and careful accounting and 
valuation of this becomes evident. In 
the official examinations of life com- 
panies great pains are properly taken 
to scrutinize separately every item of 


property claimed by the company, and 
a showy detailed parade is made of the 
results and conclusions. But when 
the great counterpart, liabilities, con- 
sisting, as before said, almost entirely 
of the great millions of policy, reserve, 
computed from the tens of thousands 
of separate and often intricate con- 
tracts, are made up, what does the rec- 
ord usually show? A single modest 
iten,—“Net premium reserve, as 
computed by the insurance depart- 
ment.” 

This policy record at the date of a 
company’s entry into the state, hav- 
ing been furnished and tested as cor- 
rect, becomes, as above stated, a per- 
manent record of the department, 
from which and its adjusted continua- 
tion in after years the annual policy 
valuations are made. The record is 
carried forward and adjusted by re- 
quiring from the company each year, 
as part of its annual statement, a de- 
scriptive list of every consecutive 
number of policy issues of the year, 
and also a list of all policies that had 
ceased to be in force during same pe- 
riod, with date and mode of termina- 
tion, amount, if anything, paid by the 
company in each case, etc. From 
these two annual lists the original reg- 
ister is extended and corrected in the 
department, and if these schedules are 
made with care, there need never be 
any variation of consequence between 
the department record and the com- 
pany’s original accounts. 

There is also kept in the files of 
the department a set of specimen 
forms of all policies in force, each 
marked with the period during which 
it was in active issue, which is a val- 
uablue aid to complete understand- 
ing of the contracts. 
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COMPLETENESS OF THE RECORDS. 


From this process it has resulted 
that for more than forty years there 
has been kept in the department files 
and registers a complete, independent 
duplicate record of every policy of 
every company now operating in this 
state, from the day of the company’s 
admission to the present time, with 
details of all changes and terminations 
and a periodical record of reserve val- 
ues throughout. 

In no case is this record to be per- 
mitted to leave the custody of the de- 
partment, and no entry or erasure 
possible without its knowledge and 
consent. If at any time in the course 
of the changes and adjustments the 
count of policies and insurance in- 
dicates a variation from those shown 
in the policy exhibit of the com- 
pany’s statement, of an amount to ap- 
preciably vary the results of valua- 
tion between the company and depart- 
ment, the registers are taken by the 
commissioner or his clerks to the 
company’s office, and there by com- 
parison the errors located and cor- 
rected. But at no time are these lists 
ever to be permitted to pass into the 
keeping or control of the company, 
for the reason which should be ob- 
vious upon the slightest reflection as 
to their original purpose,—that, if 
these registers were entrusted to the 
control of a company whose needs 
or purposes so disposed it, changes 
or erasures of the entries could easily 
be made to produce any change in 
amount of reserve liability to meet 
such need or purpose, without the 
knowledge or power of the commis- 
sioner to detect or prevent it, and the 
whole usefulness of the system be thus 


perverted and lost. The purpose, 
therefore, of this jealous keeping of 
the records would seem easily appar- 
ent, and that without it, or by means 
of any lists that are not known and 
proved to be authentic, any valuation 
of the policies would have the same 
weight and no more than the unsup- 
ported word of the company’s actuary. 

Of course no such tricks would or- 
dinarily be suspected of reputable 
companies; but no discrimination in 
this matter could justly be shown, and 
the only fair practise would withhold 
the possibility and temptation from 
all, without prejudice to any. The im- 
portance of this careful and exclusive 
keeping of these vital checks upon the 
accounts of the companies would na- 
turally occur to every business man 
as being only a sensible and business 
way of treating them; otherwise, the 
data being unreliable, the reserve 
computations are correspondingly 
valueless. As soon would a banker 
make a loan on collateral, and let the 
borrower hold the collateral, as would 
the Insurance Commissioner send 
these lists to be held and manipulated 
by the company at its own will and 
pleasure, according as its weakness 
or other motive might dictate. As 
no business man could possibly object 
to the banker’s insisting upon him- 
self holding the collateral, so no life 
company in business here considers 
the department plan the slightest re- 
flection upon its good faith and integ- 
rity; on the contrary, it has been al- 
most universally applauded. 

By way of illustration of the condi- 
tion that must exist in the absence of 
such a system of keeping and testing 
the accounts of the life companies as 
Massachusetts has always employed, 
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suppose the following to be facts: that 
the Masschusetts department is 
equipped for the mathematical work 
of valuing insurance policies, and 


that the time has come _ for 
such valuations to be made; 
that no registers or records are 


at hand or in possession of the depart- 
ment, and the only thing to do 1s to 
call upon the companies for the data 
for the work. Suppose this done, and 
the lists are sent in by the companies 
and the reserve computations are 
made by the department, the results 
recorded, and the schcdules, having 
served the purpose for present year, 
are returned to the company, where, 
at the end of the year, the current new 
business is appended, the termina- 
tions and changes adjusted, and are 
thus made ready to be again forward- 
ed to the department for next valua- 
tion. 

In such case it is of course plain 
to see that the whole thing is in the 
power of the company to mark off or 
on or change anything whatever it 
pleases, and make the list represent an 
amount of reserve in accordance with 
its own views or needs; and the de- 
partment is helpless, being without 
the least check of the accuracy of 
the schedules; and, as before said, the 
valuation resulting from such condi- 
tions is worth just as much and no 
more than the unsupported and un- 
challenged word of the company’s ac- 
tuary. 

No department would ever take 
such ground in the examination of the 
assets, but insists upon the inspection 
of every slightest particular item, 
never taking the word of an officer 
for its ownership or worth. Then 
why, in the equally important account 
of liabilities, always millions of dol- 
lars and tens of thousands of items, 
should it feel justified in simply ac- 
cepting the word of the company’s ac- 
tuery that the liabilities are so much 
or so much? In considering the 
standing of a company, no amount of 
assets of whatever goodness is of the 
slightest consequence unless it is as 
definitely and exactly known what the 
actual liabilities are: and it is re- 


spectfully submitted that any examin- 


ation which makes ever so careful in- 
ventory and appraisal of the one, and 
then takes without question or test 
the simple say so of an interested par- 
ty for the other, would not fulfil the 
expectation or intention of the super- 
visory system of this Commonwealth, 
as the commissioner understands it. 

To show that this danger of mani- 

pulation of these lists when permitted 
to the custody and control of the com- 
panies is real, and that the importance 
of a careful guarding of the records is 
vital to an efficient system of super- 
vision, it might be cited that in sev- 
eral individual cases the insolvency 
of companies has been detected by 
this means by departments of other 
states than their own, and found ut- 
terly beyond salvation, while going on 
under the serene confidence of their 
own commissioner. And it is certain 
that, if in those states a careful sys- 
tem of records held exclusively in the 
department had been in use, detection 
could not have failed to come early 
and sure by their own departments. 
_ A misapprehension of the plan or 
disregard of the purpose of the Mas- 
sachusetts department in its care and 
watchfulness to secure and continue 
these lists in a reliable form and 
condition, and thus render the results 
of the reserve computations of value 
and reliability when made, has been 
the cause of more jealousy and bitter 
recriminations and abuse of the Mas- 
sacnusetts department, and resulted in 
more unnecessary money costs to the 
companies and avoidable labor to the 
departments under retaliatory laws, 
than any other one part of state su- 
pervision. 

It all comes back to this: Is super- 
vision of these great interests needed? 
If not, abolish it, and save the great 
inconvenience and cost. If it is, it 
goes without saying that it should be 
real and effective. And it is equally 
clear that any pretended test of a 
companv’s standing without a knowl- 
edge of its policy liabilitv is worthless, 
and that a valuation of an unreliable 
and unauthenticated register is not the 
fair protection which the law or the 
svstem intends. 











ARE UNIFORM RATES DESIRABLE? 


If So, is it Time for the National Agency Association to pronounce against Non-Tariff 
Companies? 


BY E. W. WILSON. 


The National Association of Local 
Fire Insurance Agents should declare 
in favor of uniform rates and against 
rate cutting. There is no question of 
so much interest and importance to 
the local agent as that of rates, as 
upon this his business depends. With 
this settled, the lesser troubles could 
be more easily adjusted. There is a 
correct rate for every risk, and when 
that rate is determined, it should in 
all cases be applied. Insurance pre- 
mium, to the assured, is a tax. This 
should not be too high, neither should 
it be too low. When apportioned 
equitably there can be no’ difference 
without injustice. Ifa rate is not cor- 
rect, there is a scientific, professional 
and business way to correct it. The 
insurance fraternity should be com- 
mitted to that plan, rather than to the 
plan of secretly stealing business by 
cutting rates. 

Local agents are the producers, and 
are under contract (morally at least) 
to produce business at a profit to their 
companies. So long as the agent is 
able to do this. he has an opportunity 
to build up a business. Experience 
teaches that organization will improve 
the physical and moral hazard and 
reduce the fire waste, thereby saving 
money to the assured. It is simply 
a question of system and stability, 
against chance and_ speculation. 


What better argument do we need to 


justify the existence of local agents’ 
organizations? The uniform ‘rate 
theory is believed in by every agent 
and company in the country—a few, 
however, believe in it for the other 
fellow only, and it is to these that we 
should pay our respects. The young 
man who enters one of the professions 
feels that he has not attained a suc- 
cess until he has honored the profes- 
sion to which he belongs. Is the ob- 
ligation less upon the insurance 
agent? To better the insurance con- 
ditions is the object of the National 
Association. 

At the Milwaukee Convention I in- 
troduced, but afterwards withdrew, 
the following resolution: 


“Resolved, that the National Associa- 
tion of Local Fire Insurance Agents re- 
quest the President of each State organi- 
zation to furnish on the first days of Octo- 
ber, January, April and July of each year 
a complete list of all fire companies writ- 
ing or offering to write business at a cut 
or rebated rates, in their respective states, 
and that this Association publish the 
same when received in circular form, 
sending said list to all members of this 
urganization.” 


This will be presented to the Put- 
in-Bay Convention. Local agents 
everywhere admit the justice of this 
plan when stated in the abstract, be- 
cause it aims at the protection and 
preservation of their hard-earned 
property interests, and the only thing 






. 
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we can differ on is whether or not 
we should undertake to enforce the 
rule contemplated by the resolution. 

The St. Louis Convention in 1897 
resolved that “We heartily support 
the systems of rating and inspection 
adapted to local conditions, which 
minimize the fire waste and reduce the 
cost of insurance.” This and every 
subsequent meeting is committed to 
the “System of rating,” therefore we 
must oppose rate cutting and take 
steps to punish in an effectual way 
the violation of this universally rec- 
ognized principle. The time has come 
when the National Association must 
offer some reward to its members to 
keep them enthusiastic and encour- 
aged, and nothing will so aid in build- 
ing up our membership and develop- 
ing our strength for good, as the 
inspiration that will come from an or- 
ganized fight for right principles and 
good practices. 

I am confident that this resolution 
will be passed at the Put-in-Bay 
Convention, and that that meeting 
will call upon all local and state 
boards to re-adopt and enforce the 
same. Forty-five staté organizations, 
with hundreds of local boards, all af- 
ter the “Dr. Jexyl and Mr. Hyde” 
managers, will work a reformation in 
the insurance business wonderful to 
behold! The trickster cannot long en- 
dure under the searchlight of the Na- 
tional Association, while acting as a 
bureau of information. His life has 
been spared in the past only because 
his duplicity and hypocrisy was un- 
known to the great body of local 
agents. The company manager who 
attempts to set himself against the 
power of well organized local agents, 
should and will be swept away. This 


. 


may be called by those against whom 
it is directed a “boycott,” “strike” or 
“blacklist” plan, but our association 
can always justify itself, whenever and 
wherever called upon, under the law 
of “Self-Defense.” If the local agents’ 
business is worth anything, it is worth 
fighting to retain. The rate cutter in 
the past has claimed the right to de- 
story it without notice, and raised an 
issue which must be met, and met 
at the Put-in-Bay Convention. 

The resolution contemplates go- 
ing after the rate cutting company, 
without reference to whether it is 
“Board” or “Non-Board,” “Union” or 
“Non-Union.” Any company that 
starts a rate war should be “branded” 
so all may know and understand that 
while it may be his friend this year, it 
is by instinct capable of being his ene- 
my next year. 

Companies can help local agents 
greatly in enforcing “uniform rates” 
by reducing the rates on “Preferred” 
business and raising them on “Special 
Hazards.” Preferred risks and spec- 
ial hazards can not be justified from 
any standpoint. Each class should 
bear its just proportion of losses and 
expenses and provide a reasonable 
profit. 

The possibility for good from a posi- 
tive stand in favor of the maintenance 
of rates can hardly be estimated in ad- 
vance. Aside from the great help that 
would come to the local agent, the in- 
suring public would be greatly bene- 
fitted as well, and the National Asso- 
ciation would receive in the end the 
everlasting gratitude of the fire insur- 
ance companies for the adjustment of 
a matter which they have tried so long 
and so hard to settle among them- 
selves, but without success. 














DO UNIFORM COMMISSIONS BENEFIT AGENTS? 





Should the National Agency Association declare Itself on the Question? 





BY A. W. NEALE. 





In a broad sense | suppose that 
uniform commissions would be bene- 
ficial to agents, companies and the 
public at large, but I do not see any 
benefit to be derived at this time by 
any declaration of the National Asso- 
ciation upon this subject. Under 
present conditions, uniform commis- 
sions seem to be impracticable. 

In discussing the commission prob- 
lem, the question of rates naturally 
must be considered. If the rates upon 
any particular class or in any given 
locality are too high, or, for a series 
of years have shown a good profit, it 
is not to be wondered at if some of 
the smaller companies offer a larger 
compensation than any uniform com- 
mission that may be agreed upon 
by any association comprising largely 
the stronger companies. 

Undoubtedly one reason why many 
smaller companies will not join com- 
pany associations and thereby tie 
their hands in certain directions, is 
because they cannot hope to get the 
business they want on terms of exact 
equality with larger and stronger 
corporations. Then again, some 
companies have for years had contin- 
gent arrangements with their agents 
which have been profitable and satis- 
factory. These companies will un- 
doubtedly decline to throw away the 
advantages of long standing simplv 
because a majoritv of their competi- 
tors do not see their way clear to pay 
contingents. 

Althourh this method of compensa- 
tion has been confined to but compar- 
atively few comvanies. I have ner- 
sonallv believed for some time that 
it is the nroper wav to compensate 
agents. JT am fullv aware of the ar- 
euments on the other side. but be- 
lieve that in their last analvsis and 
lovical conclusion thev are to be found 
wanting. It is no doubt true that it 





would take some companies, and es- 
pecially some of our foreign friends, 
some length of time to put themselves 
upon this basis, owing to certain reg- 
regulations and methods of conduct- 
ing their business. 

One of the curses of the fire insur- 
ance business in this country is the 
wide fluctuation in rates. For a few 
years they will be way below cost, 
then a reform is at last demanded and 
they are raised altogether too high, 
so that the companies can recoup 
themselves as rapidly as possible. It 
will readily be conceded that a more 
uniformly stable rate sufficient to pay 
losses, expenses and a fair return to 
the company stock-holder would be 
much preferable and more business- 
like. 

The local agent can be considerable 
of a factor in sustaining rates and he 
certainly has more self-interest in sus- 
taining fair rates under a contingent 
contract than upon a flat commission 
basis, whether graded or otherwise. 
Then again, there is the large and the 
small company, as well as the local 
state company, which is determined 
to cultivate the preferred business at 
any cost, and as long as the cost to 
the assured remains as high as it is 
at present in very many localities, we 
may expect to have these companies 
with us and still cultivating, even if 
they have to employ a salaried local 
manager and pay going commissions 
besides. 

For these reasons, I think uniform- 
lv stable rates will have to come be- 
fore uniform commissions, and even 
then. if a uniform commission rule 
could be adonted, judging bv the past, 
there would be numerous exceptions 
to the rule till companies learn bv bit- 
ter experience that thev increased 
their expense account above that of 
their competitors at their own peril. 
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LIFE INSURANCE. 


The annual reports of the Massachu- 
setts insurance department have always 
been characterized by 
the breadth and stur- 
diness of their charac- 
ter. Ever since valuations were first 
established in 1859 by Elizur Wright, the 
documents issued under the seal of the 
Commonwealth of Massachusetts relating 
to life insurance, have stood as the high- 
est exponents of controversial literature. 
Indeed, we may go further and say that 
the attitude taken by the commissioners 
in their annual reports have usually been 
based upon enduring principles of right 
conduct and have served as a guide for 
the business in all parts of the country. 

The report issued by the department 
this year entitles it to be placed among 
the best. The commissioner has, with 
singular good judgment and profound 
regard for the welfare of life in- 
Surance, discussed and summarized sev- 
eral of those problems which have been 
the subject of extended controversy 
during the past year, notably the indepen- 
dent valuation of life insurance policies, 
the treatment of surplus funds and the 
question of cash paid business. 

We are publishing in full elsewhere, 
Commissioner Cutting’s admirable treat- 
ment of the state’s position in respect to 
the supervision of life insurance compan- 
ies. It can hardly be called a defense of 
the system, but rather an explanation of 
the causes which led to its establishment 


The Massachu- 
setts Report 


and the reason why, through all these 
years, the state has seen fit to maintain a 
rigid oversight over the transactions of 
this important class of corporations. His 
treatment of the question deals, first with 
the conditions existing before supervision 
was established in Massachusetts and the 
line of reasoning pursued by Mr. Elizur 
Wright, through whose influence the state 
was led to value the policies of life insur- 
ance companies. 


While Mr. Cutting admits that the su- 
pervision established by Mr. Wright, and 
continued through the past forty 
years, may have had a deterring effect 
upon the formation of new companies, yet 
he thinks it unquestionably true that it 
has raised the character of life insurance. 
In support of this statement he cites the 
fact that no regular life insurance com- 
pany incorporated in Massachusetts has 
ever failed. The commissioner does not 
claim that the system of supervision so 
established and continued is the best 
which might ‘have been devised, or that 
it is altogether adapted to modern condi- 
tions; nevertheless, he believes it is ad- 
mirably designed to check mal-adminis- 
tration. 

Mr. Cutting was led to discuss the ques- 
tion because the system of supervision 
maintained in Massachusetts, as it ap- 
plies to companies of other states, has 
been much criticised, particularly in con- 
nection with the department’s attitude 
upon the valuation of policies containing a 
one-year-term clause. He points out that 
supervision in Massachusetts was estab- 
lished before it came into vogue in any 
other state, and for this reason the system 
applied to domestic companies was also 
applied to companies of other states 
doing business within its borders. Since 
then, although other states have followed 
Massachusetts in supervising life insur- 
ance companies, the systems established 
have never been so complete as that em- 
ployed in this state, which is the main 
reason why the latter has been unwilling 
to relinquish its supervision of the com- 
panies of other states. 
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The commissioner’s discussion of the in- 
dependent valuation of life insurance poli- 
cies will doubtless be 
accepted as a declara- 
tion that it would not 
be judicious for Massachusetts to give up 


Independent 
Valuations 
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this supervision so long as the standards 
with which the companies of other states 
are required to comply, are less rigid than 
those of Massachusetts, and are not in 
every case calculated to promote the wel- 
fare of the business and defend the policy~ 
holder from the corrupt and designing. 

It is the custom of all states, with the 
exception of Massachusetts, to accept the 
valuations made by the state in which 
the companies maintain their home offices. 
This is done as a matter of state comity, 
and theoretically, it may be claimed that 
the state of Massachusetts should accept 
the valuations madeby the departments of 
Connecticut, New York, and other states. 
The fact that it declines to do so 
has been the source of endless discus- 
sion and has imposed burdens upon do- 
mestic companies which would not other- 
wise exist. Notwithstanding all these ad- 
verse circumstances, as well as a deter- 
mined and ever growing purpose to break 
down this independent supervision, the 
state has persisted in maintaining its orig- 
inal position. 

If we accept the principle of state super- 


vision as a right one, the position taken 


by Massachusetts is sound. In so stating, 
we do not wish to be understood as de- 
fending state supervision; that is not the 
question under consideration. The propo-~ 
sition is whether, having state supervis- 
ion, Massachusetts has a right to make it 
complete and effective. 

In regard to the acceptance of valua- 
tions made by other states, a difficulty at 
once arises involving an important princi- 
ple affecting the financial security and 
safety of the companies. Massachusetts 
requires that ordinary life and endowment 
policies shall be valued according to a 
stipulated table of mortality and interest. 
Other states, however, permit a valuation 
on the part of certain companies which 
does not meet the requirements of this 
table. They have done this as a matter 
of expediency, for the purpose of assisting 
weak and struggling corporations, In 
other words, they permit a system of val- 
uation which does not comply with the 
requirements of the Massachusetts law. 
How is it possfble for Massachusetts to 


accept valuations made by other states 
in view of the situation disclosed by the 
discussion of the preliminary term valua~ 
tion? 

Massachusetts was not only the first 
state to effectively establish supervision, 
but is the only state which thus far has 
adhered to a consistent system of valua- 
tion. The fact that Massachusetts has, 
as a result of its traditions and ‘its sturdy 
independence, been able to maintain a po- 
sition in regard to the valuation of life. in- 
surance policies which promotes the wel- 
fare of the business, sustains its sound- 
ness and solvency and saves the policy- 
holders from loss, is a striking illustra- 
tion of the worth of its independent valua- 
tions. It presents an unanswerable ar- 
gument in favor of a continuance of this 
kind of supervision. 
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It seems to us quite useless for the in- 
surance fraternity to expect that the 
state of Massachusetts 
will modify its system 
of supervision, until 
the departments of other states are 
prepared to maintain a supervision 
which will meet the test of the 
best public opinion and tend to strength- 
en and not weaken the business of 
life insurance. It is perfectly possible 
for other states to do just what Massachu- 
setts is doing. When they do it there is 
no reason why Massachusetts should not 
give up its supervision of other state com- 
panies. It is necessary for Massachusetts 
to supervise these companies only so long 
as other states persist in maintaining an 
unsound position upon the valuation of 
life insurance policies. 

Massachusetts does not set itself up as 
the sole guardian of the records of life 
insurance companies, nor does it value the 
policies of outside companies simply to 
obtain the fees. The regular fees for out- 
side valuations are about $17,000, and 
are a very small percentage of the total 
receipts from insurance corporations. It 
has always been the policy of the state to 
reduce the fees charged to a minimum. 
They were originally one cent for 
each thousand dollars of insurance val- 


What other 
States can do 
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This was subsequently reduced to 
one-half of ome cent, and still later 
to one-fourth of one cent, a ratio of 
charge which is lower than that of any 
other state in the country. Massachusetts 
is not governed by minor questions of ex- 
pediency in maintaining its valuation of 
outside companies. There are some who 
feel that, as a matter of self-interest, it 
would be better for Massachusetts life in- 
surance companies to pay all the retalia- 
tory fees that might be imposed, rather 
than break down the present system of 
valuation which is such a strong defence 
against the competition of weak and un- 
sound corporations. If New York, Con- 
necticut and other states will maintain a 
system of supervision as complete as that 
maintained in Massachusetts, they will 
present the most effective argument for a 
relinqguishment of the valuations hereto- 


ued. 


fore made. 
eS 

While the commissioner’s discussion of 
the Massachusetts system of valuation,— 
outlining as it does 
the policy of the de- 
partment in respect to 
important question,—affects the 
interests of the compan- 
ies and is unquestionably the 
important part of the 
the attention of the life insurance world 
has probably been more directly excited 
by that portion in which the present lack 
of uniformity between the state depart- 
ments in the presentation of company 
statements is discussed. During the past 
year,—in consequence of the position taken 


Uniformity in 
State Reports 


this 
largest 
most 
report; yet 


by the Connecticut department in regard 
to charging deferred dividends as a liabil- 
ity, and allowing the companies to report 
only cash paid business, together with 
Massachusetts ruling in respect to pre- 
liminary term contracts and policy liens, 
—some very marked differences have 
arisen in the methods of presenting com- 
pany statements. Commissioner Cutting 


says that if these conditions continue “it 
must soon become an intolerable vexation 
to be compelled to explain the varying re- 
sults brought out by the ever-varying 
assumptions of the different departments 


or of the same department from one year 
to another.” He thinks there is likely to 
be a return to those circumstances which 
in 1871 led to the organization of the com- 
missioners’ convention for the express 
purpose of securing greater uniiormity in 
blanks and requirements. 

The commissioners’ discussion of this 
question is most timely. For the first 
time in a number of years there is a se- 
rious conflict between the state reports 
of the three most important departments 
in the country; New York, Connecticut 
and Massachusetts. It is an interesting 
fact that in the case of no single company 
is the same amount of surplus funds re- 
corded in the reports of the three depart- 
ments named. In some cases these differ- 
ences are minor and in others so marked 
as to require a special explanation. 

s+ se Ss 

There is a difference in the methods of 

computing the statements between these 


three departments 
The Points of ’ 

upon the _ following 
Difference 

points: preliminary 


term insurance, deferred dividends, cash 
paid business and uncollected premiums. 
In New York and Connecticut the prelim!- 
nary term valuation is allowed; in Mas- 
sachusetts it is not. In Connecticut all 
companies are required to charge their 
deferred dividends as a liability; in Mas- 
sachusetts these dividends are charged as 
surplus funds pure and simple. In New 
York the companies are permitted to re- 
port these funds to suit their own views, 
On the question of new insurance the Con. 
necticut department permits the compan- 
les to report only cash paid business; 
Massachusetts requires the companies to 
report all business written whether paid 
for or not. New York allows the com- 
panies to adopt whichever method they 
choose. 

In the matter of uncollected premiums 
New York and Connecticut deduct the en- 
tire first year commissions on new busi- 
ness and renewal commissions on old. 
The percentage thus deducted on new 
business averages about 50 per cent. on 
old business about five per cent. Massa- 
chusetts allows a uniform deduction of 25 








per cent. from all uncollected premiums, 
new and old. This deduction represents 
substantially the expense loading in the 
premium so that the company is allowed 
to take credit in its assets for the net 
premium against which there is a counter 
charge in the item of liabilities. The 
Massachusetts method, therefore, has no 
effect upon surplus funds. In the case of 
New York and Connecticut the system 
pursued may, however, have quite an im- 
portant effect upon the item of surplus. 


se 


As already stated, there is no company 
whose surplus is given alike in the re- 
ports of the three de- 
partments, but the 
marked differ- 
ences occur in the case of the Bquitable, 
the Mutual, the New York Life, the 
Northwestern and the Penn. In the case 
of the Equitable the surplus funds in the 
New York department’s report are 
shown to be $65,923,000; in Massachusetts, 
$65,855,000; in Connecticut, $66,774,000. The 
Connecticut surplus is figured upon the 
basis of cash paid business only. The fact 
that it is nearly $1,000,000 larger than the 
surplus given in either New York or Mas- 
sachusetts is of particular interest, inas- 
much as it has been generally supposed 
that the position of the Connecticut de- 
partment was taken mainly because of 
its anticipated effect upon the business of 
the Equitable Life. 

The results, however, are exactly what 
were expected by this magazine. 
opinion the Connecticut Department ac- 
credits the company with more surplus 
than it is actually entitled to under a 
proper system of accounting. It may be 
stated that the Equitable Life does not 
claim to have the surplus given it by the 
Connecticut department, and strongly ob- 
jects to the system of reporting only cash 
paid business, notwithstanding that it 
would seem to be acting contrary to its 
own interest in so doing. 

In the case of the New York Life, the 
New York and Connecticut departments 
give the company a surplus of $10,320,000; 
Massachusetts gives it a surplus of $39,- 


Some Marked 
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166,000. This is due mainly to the differ- 
ence in the treatment of deferred divi- 
dends, but without charging these divi- 
dends as a liability it is interesting to 
note that the Connecticut department, by 
accrediting the company only with cash 
paid business gives it a surplus of nearly 
$1,000,000 less than it is entitled to under 
the system of accounting adopted in Mas- 
sachusetts. The New York Life’s position 
in insisting on reporting its: business on a 
cash-paid basis, thereby materially de- 
creasing its surplus, is equally philan- 
thropic with that of the Equitable Life, 
which objects to a system of reporting 
business which increases its surplus. 

Tne greatest desparity in surplus funds 
appears in the case of the Mutual Life. 
Under the report of the New York depart- 
ment this company is credited with sur- 
plus funds of $2,440,000, in Connecticut 
with surplus of $54,122,000, and in Massa- 
chusetts with $53,491,000. In New York 
State the company is allowed to adopt 
its own method of reporting its funds, and 
taking advantage of this privilege it has 
included its entire assets as liabilities, 
with the exception of $2,440,000, which, the 
actuary of the company states, is divi- 
dends declared payable during 1901, and 
which is designated in the New York re- 
port as “divisible surplus.” In the Con- 
necticut report this divisible sur- 
plus is charged as a liability, inasmuch 
as it consists of declared dividends, the 
balance of the company’s surplus being 
designated as surplus pure and simple. 
The same method is pursued in the Mas- 
sachusetts department in the treatment 
of the company’s surplus. The differ- 
ence between the Massachusetts and 
Connecticut figures is due to the treat- 
ment of new business and uncollected 
premiums. The difference between the 
figures of the Northwestern’ and Penn 
Mutual in Massachusetts, and those of 
New York and Connecticut is accounted 
for mainly by the treatment of surplus 
on deferred dividend policies. 
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Insurance Commissioner Cutting takes 
issue with the Connecticut department in 
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regard to its method 
of treating surplus 
accumulations on de- 
ferred dividend policies, although that 
department is not mentioned by name. 
Mr. Cutting declares unequivocally that 
the surplus in the hands of the com- 
pany, after deducting legal reserve and 
all adjusted and ascertainable obligations, 


Deferred Divi- 
dend Surplus 


is an unassigned liability belonging 
to and for the _ protection of the 
whole cémpany, and that it so con- 
tinues until definitely declared as a 


to the policy-holders 
According to Com- 


dividend payable 
entitled to receive it. 
missioner Cutting’s view of the matter 
there is no elementary difference between 
so-called tontine surplus and general sur- 
plus, both of which should be held sub- 
ject to the general vicissitudes of the 
business until they become declared divi- 
dends at the expiration of the dividend 
period, whether it be at the end of one 
year or twenty years. 

Mr. Cutting makes the interesting point 
that no useful purpose appears to be 
accomplished in separating the surplus 
accruing on deferred dividend policies 
from that accruing on annual dividend 
policies, so long as no similar separa- 
tion is made in the entire assets and lia- 
bilities of the company; that is to say, 
if any separation is to be made it should 
logically be carried out throughout the 
whole funds of the company, so as to 
show exactly what portion of its bus!- 
ness pertains to the deferred dividend 
branch and what to the annual dividend 
branch, making what would appear to be 
two separate organizations within one 
company. 

Last year the Massachusetts depart- 
ment, like the New York department, 
permitted the companies to pursue their 
own methods in reporting surplus. But 
this year, in view of the “inconsistent, 
irreconcilable, go-as-you-please methods” 
of reporting surplus, the commissioner 
has decided to adopt in the case of all 
companies the old plan of showing as 
surplus all funds above legal reserve and 
minor debts. 

This disposition of the matter is cer- 


tainly more satisfactory than the system 
pursued either in New York or Connecti- 
cut, because it has the merit of uniform- 
ity. In our opinion, the commissioner of 
Massachusetts is right in the position he 
has taken as to what constitutes surplus 
funds; nevertheless, it would be well if 
some different method could be adopted 
for reporting surplus funds, which would 
be uniformly acceptable to the depart- 
ments. We do not believe that any part 
of surplus can be charged as a 
legal liability until it becomes declared 
payable as dividends to the policy-holda- 
ers. The deferred dividends charged as 
a liability in the Connecticut depart- 
ment’s report are wrongly designated. 
The surplus funds of life insurance 
companies perform two functions; one, to 
provide for contingent fluctuations in as- 
sets, the other to declare dividends to 
policy-holders. It has always seemed to 
us that it would be wise if some uniform 
method could be devised whereby these 
two functions of surplus could be more 
clearly shown. The manner in which 
surplus funds shall be reported does not, 
however, involve a vital principle and is 
mainly a question of public policy. We 
doubt not the influence of public opinion 
will eventually determine the best method 
of treating these funds. 
se 
Commissioner Cutting also takes issue 
with the Connecticut department in re- 
spect to its position 
Cash-Paid on cash-paid  bus!- 
Business ness. He contends 
that where valuations are made by the 
department it is absolutely necessary, in 
erder to place a proper check upon the 
transactions of the company, that every 
individual policy written or issued should 
be reported consecutively, and that the 
method of accounting followed in Con- 
necticut ignores this consideration and 
renders the list of policies kept incom- 
plete and ineffective for the purposes for 
which the valuations were established. 
He contends that in reporting cash-paid 
business only, the actual transactions of 
the company are not shown. The bulk 
of business written and not paid for De- 








cember 31, eventually becomes paid for, 
and if any number of policies are actually 
outstanding upon which no premium has 
been collected, this is knowledge which 
the department, acting in the interest of 
the policy-holders, should have in its pos- 
session. Commissioner Cutting says that 
the fairness and accuracy of requiring 
business written to be reported has 
never before been questioned, and that 
the present agitation in favor of report- 
ing cash-paid business is due to wrong 
methods of treating uncollected pre- 
miums. He thinks the deduction of com- 
missions from uncollected premiums is 
wrong and that the plan pursued in Mas- 
sachusetts, by which an exact balance is 
made on both sides of the ledger, makes 
it possible to take account of business 
written and not paid for, without affect- 
ing in any respect the surplus funds of 
the company, a condition which does not 


apply where allowances are made for 
commissions. Under the Massachusetts 
system, also, the commissioner thinks 


that no opportunity is afforded the com- 
pany managers for ‘‘numerical bragging 
and deceptive exhibit of progress,’ be- 
cause no company official would deliber- 
ately write a large mass of business at 
heavy expense merely for the sake of 
showing enterprise and activity, knowing 
that it would eventually stand against 
the company as a sure indictment of 
lack of skill, prudence and business eco- 
nomy. 

The commissioner also claims that by 
taking account of all policies issued the 
department is able to establish a check 
list against the companies by which very 
considerable errors have been discovered, 
which sometimes have been made inten- 
tionally by companies interested. Fur- 
thermore, it furnishes a most conclusive 
test of the premium income account. 
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We referred briefly last month to the 
fact that the insurance department of 
Massachusetts ‘had 
decided not. to admit 
policy liens as assets, 
in which position it was supported by the 
Attorney-General. When the commis- 


Premium Liens 
as Assets 
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sioner examined the statements of two 
companies reporting to the department 
this year, he was confronted by the fact 
that the assets in each case had been ma- 
terially inflated by the injection of what 
are known as policy liens, which consist 
of a loan against the policy without the 
security of any cash reserve, and which 
become payable only in the event of the 
death of the giver of the note, and in that 
case is deducted from the face of the 
policy payable to the beneficiary. While 
called a policy loan, the transaction is, 
in effect, a reduction in the face of the 
policy. The plan has been pursued by 
assessment companies which are endeav- 
oring to place their business on the legal 
reserve basis. The notes are taken to 
cover the reserve required under the law. 
The result is that while the assets are 


inflated by premium liens, there is a sim- 


ilar inflation in the liabilities and sub- 
stantially no effect upon the surplus 
funds. 

The increase of assets and liabilities in 
this way is inflation pure and simple. It 
is a fictitious creation of funds by a tran- 
saction on paper only. There is no ac- 
tual increase in the assets or liabilities 
of the company. As stated, what is ac- 
tually done is to decrease the amount of 
There is 
difference between policy 


a radical 
of this 
character and policy loans which it is 
customary for many first-class companies 
to make. In one case the notes are taken 
without collateral, the giver of the note 
merely agreeing that in the event of his 
death the amount of insurance payable to 
his beneficiary shall be reduced. The 
company has no security for the note and 
cannot recover except in the event of the 
death of the holder. In the case of a 
policy loan the company has an actual 
cash security in hand: namely, 
cumulated on the policy, and 
whether the policy-holder dies or not the 
amount of the loan is always secured and 


insurance in force. 
liens 


the ac- 
reserve 


can be recovered at any time the same as 
a loan upon any other kind of security. 
There is no difference of opinion among 
life insurance authorities whose views 
are worthy of credence as to the correct- 
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ness of Commissioner Cutting’s position. 
It would indeed be a singular instance of 
life insurance financiering if by the sim: 
ple process of issuing premium liens, re- 
ducing the face of the policy in the event 
of death, a company could inflate its 
assets from $3,000,000 to $12,000,000 in a 
single year, as was done in the case of 
one of the companies reporting to the 
Massachusetts department. In the case 
of the other company mentioned the in- 
flation amounted to $558,000. The com- 
missioner’s ruling applies both to level 
premium and assessment companies, one 
of the companies directly affected doing 
business on the legal reserve plan. There 
has been some talk of an appeal to the 
court on the part of the companies inter- 
ested, in order to determine the correct- 
ness of the commissioner’s ruling. 
ss Ss 

It is possible that the question of pre- 
liminary term valuation will be brought 
before the Massachu- 
setts Supreme Court 
for adjudication. Af- 
“ter a long, inexplicable delay, the Provi- 
dent savings Life Assurance Society, the 
company directly interested, has asked the 
court to issue a mandamus to compel the 
insurance commissioner to value one- 
year-term policies containing renewal 
privileges, as term insurance for the first 
year, and to accept the company’s state- 
ment as filed. The company claims a sur- 
plus of $242,000 more than is given by the 
insurance department. 

As the question of preliminary term 
valuation was first brought to an issue in 
Massachusetts by this corporation, and as 
its interests chiefly have been defended by 
the advocates of the preliminary term 
valuation, a brief review of its history un- 
der the present management will help to 
explain the present situation. 


An Appeal to 
the Court 


January 1, 1897, a change of manage- 
ment occurred in the Provident Savings 
Life, brought about by a change in the 
control of its capital stock. Up to that 
time the company had issued term insur- 
mainly. The 
the company, who 
identified with 


ance new president of 
had _ previously 


been one of the 


leading level premium companies, 
at once inaugurated an active cam- 
paign for business and issued all the 
forms of policies in vogue among the reg- 
ular companies. At that time the Provi- 
dent Savings had assets of $1,914,000, a 
reserve of $1,237,000, and a surplus of 
$395,000. These figures are taken from the 
Massachusetts report. Its annual income 
at that time was about $2,200,000, the in- 
surance in force, $80,000,000. 

It will be seen that the resources of the 
company were many times smaller than 
most of theso-called regular life insurance 
companies doing business in Massachu- 
setts. Nevertheless, the new management 
applied itself to the task of writing $50,- 
000,000 of new business on the level pre- 
mium ‘plan. This attempt to do a giant’s 
business with a pigmy’s strength was at 
that time a subject of universal comment. 
There were many who did not hesitate to 
prophesy that the results to the company 
would eventually prove disastrous. 
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Although the management did not real- 
ize its ambition to write $50,000,000 of 
business, it did issue 
$25,000,000 of new in- 
surance. This cost it 
a decrease in its surplus funds of $150,- 
000, due mainly to the fact that while pay- 
ing high commissions it was obliged to 
put up the first year’s reserve on the new 
policies written. The following year the 
company wrote about $30,000,000 of new in- 
surance and increased its surplus $16,000. 
In 1899 it wrote over $40,000,000 of new 
business and decreased its surplus nearly 
$200,000. In 1900 it wrote $33,000,000 of new 
business and decreased its surplus nearly 
$60,000. On January 1, 1901, its actual sur- 
plus above all liabilities, including capital 
stock of $100,000, was $6,565. 

The record of the new management dur- 
ing the past four years is summed up in 
the following statement: Over $5,300,000 
was expended in conducting the company, 
exclusive of death claims and endowments 
matured. The result of this expenditure 
was $127,000,000 of new business written, 
the actual increase of insurance in force, 


High Pressure 
Results 
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however, being but $22,000,000. The sur- 
plus funds were reduced from $395,000 to 
$6,565. The reserves increased from 
$1,257,000 to $2,987,000. 

The new management was very early 
faced with the problem of an increasing 
reserve and decreasing surplus. Operat- 
ing as it was under high pressure and 
with a desire to rival the large companies 
in the amount of business written, its ex- 
penses on account of new business were 
abnormal, while as events proved, the 
large amount of new insurance written 
proved to be of a more or less temporary 
nature. It is now quite generally known 
that much of this business was written 
only by giving liberal rebates to the in- 
sured. In some cases the amount of pre- 


mium actually paid by the policy~holder: 


was a mere bagatelle. 


se 


Confronted by these conditions, the 
company adopted the device of valuing its 
policies during the 
first year eas prelimi- 
nary term insurance, 
hoping in this way to avoid the necessity 
of putting up the reserve, and thus enabl- 
ing it to continue the payment of large 
first year’s commissions to its agents. So 
far as the insurance departments were con- 
cerned the matter was handled for the 
company by an eminent attorney, and 
many of them were induced to accept this 
system of valuation. The Massachusetts 
department at once detected its fallacy, 
and realizing its far-reaching effect, set 
its face with determination against this 
plan of concealing expense and liability. 

The matter was allowed to drift until 
it became apparent that the company’s 
surplus under the Massachusetts law on 
January 1, 1900, would be reduced some two 
hundred thousand dollars. In this emer- 
gency an active campaign was opened to 
secure a reversal of the decision on the 
part of the Massachusetts department. 
Political influences were brought to bear 
and the support of most of the insurance 
press was enlisted in the cause. The 
papers were filled with arguments uphold- 
ing this system of valuation, and the in- 


An Expedient 
Adopted 


surance commissioner was savagely at- 
tacked for the position he had taken. 

The discussion became so general, and 
the misrpresentations so flagrant, that 
the commissioner reviewed the situation in 
his annual report for 1900, clearly stating 
the grounds upon which he declined to 
admit the one-year-term valuation. In 
the meantime, the insurance commission- 
ers of Vermont had taken a similar posi- 
tion. 

In the fall of 1900, the question was 
submitted to the Supreme Court of Ver- 
mont on an agreed statement of facts. 
The Chief Justice of the court chanced to 
be identified with one of the companies 
interested in promoting the preliminary 
term valuation. When the arguments had 
been completed he took the case in his 
own hands and wrote the opinion thereon, 
sustaining the contention of the advocates 
of the prelimianry term reserve, and rul- 
ing adversely to the insurance commis- 
sioners upon every point. 


se Ss 


Before the Vermont decision was ren- 
dered the Provident Savings Life Assur- 
ance Society had not 
filed its statement for 
the present year with 


Tactics in 
Massachusetts 


the Massachusetts department. The com- 
pany seriously considered withdrawal 
from the state in view of the fact 
that its surplus on January ist was 
likely to be exceedingly small, if not en- 
tirely eliminated.. In the meantime, the 
matter had been submitted by Insurance 
Commissioner Cutting to the Attorney- 
General of Massachusetts at the request 
of the company, but no decision had been 
rendered. 

The decree of the Vermont Court de- 
cided the company to file its statement 
in Massachusetts and argue the case be- 
fore the Attorney-General, believing that 
the force of the Vermont decision was 
sufficient to obtain the support of this offi- 
cial." He decided, however, in favor of the 
insurance commissioner, who then pro- 
ceeded to make a valuation of the com- 
pany’s contracts in accordance with his 
previous ruling. 
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No action in the meantime was taken 
by the company. When the company’s 
statement was examined, the commission- 
er found that among other things, the as- 
sets of the company had been inflated by 
some $558,000 of policy liens, injected 
without any cash reserve as security be- 
nind them. 

Although the company had repeatedly 
declared that it was its intention to ap- 
peal to the court against the decision of 
the no action 
was taken pending the issuance of the 
The financial con- 


insurance commissioner, 


commissioner’s report. 
dition of the company then shown admit- 
ted of no legal action on the part of the 
commissioner. July 2nd, the mandamus 
previously referred to was asked for. At 
the request of the Attorney-General, the 
matter was deferred for hearing until the 
fall term of the Supreme court, when the 
full bench will be present to listen to the 
arguments. 


The action of the company taken at this 
time is undoubtedly intended to neutralize 
the adverse effect of the commissioner’s 
published report. Whether it expects ul- 
timately to bring the broad question of 
preliminary term insurance before the 
court is not known. There is said to be 
some question as to whether the court 
will take cognizance of the case 
much as the immediate solvency of the 
company is not concerned. If the court 
is indisposd to take up the preliminary 
term issue at this time, it may conclude 
to disallow the mandamus. 

We hope, however, that the court will 
feel justified in taking up the whole prob- 
lem, and render a legal decision upon the 
important point involved. The recent de- 
cision of the Vermont Court was extreme- 
ly unsatisfactory to all concerned, and is 
not accepted as conclusively settling the 
point at issue as far as its legal aspects 
are concerned. 


inas- 


FIRE INSURANCE. 


An experiment in the line of educating 
the public for the purpose of influencing 
state legislation, is 

now being tried in two 
prominent Western 
states, Ohio and Iowa. Its results will be 
regarded by fire underwriters with unu- 


Education of 
the Public 


sual interest. As explained by one com- 
mentor, it means that “the companies 
have practically decided, other methods 
having failed, to take the people into their 
confidence.” It represents a determina- 
tion on the part of insurance interests to 
enter politics as a measure of self-defence. 

The movement is essentially political. 
Corporate interests are only mindful of 
public opinion which is expressed through 
legislation. The agency associations have 
already demonstrated that it is possible 
to influence public sentiment by efficient 
organization. The present movement is 
designed in part to utilize the combined 
strength of local agents to defend the 
companies against adverse legislation, 
and secure a modification of existing laws 
which injure the companies and increase 


the cost of 
owner. 

The plan of campaign in Ohio and Iowa 
was devised by the Western Union Com- 
mittee on the Dissemination of Informa- 
tion, Mr. John P. Hubble, the secretary of 
that committee, being mainly responsible. 
The experiment has the endorsement of 
the union, the committee having been in- 
structed by that body to proceed with its 
plans. If the results are favorable the 
plan will be extended to other states be- 
fore the next general elections. Iowa and 
Ohio are the only states in Western 
Union territory electing legislatures dur- 
ing the current year, and in both the com- 
panies are burdened with a large amount 
of adverse legislation. 

The direct object of the campaign is to 
secure a repeal of valued policy, co-insur- 
ance and anti-compact laws in both 
states, and a discriminating tax law in 
Iowa, by securing the nomination and 
election of legislative candidates who will 
give insurance interests fair treatment. 
This result is to be accomplished by using 


insurance to the property 
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special agents to organize the local agents 
in the legislative districts of the two 
states, the agents in turn using their 
influence among their fellow-townsmen. 
Mr. Hubble’s idea is to have the cam- 
paign an open one, in order to hrouse the 
interest of the press and secure its sup- 
port if possible. Its purposes have, there- 
fore, been frankly avowed and the press 
invited to comment thereon according to 
its convictions. Every effort will be made 
by the committee to appeal to the self- 
interest of the press and property-owners 
and lead them to demand remedial legisla- 
tion on the part of their representatives. 
A public manifesto has been prepared and 
issued which, in its way, is a model, and 
shows that if failure is met with, it will 
not be because of a lack of intelligent 
conception of the best ways of addressing 
the public. 
ses SF 
The great question in connection with 
this experiment is whether the property 
owner, the man who 
pays for the insur- 
ance, can actually be 
aroused to that point where he will take 
steps to promote his own interest. The 
education of the property owner has fre- 
quently been discussed. Many devices 
have been suggested for more clearly pre- 
senting the question of insurance to the 
man who purchases indemnity. These 
suggested efforts, however, have usually 
been aimed at a result and not a cause. 
We mean that the cause of adverse pub- 
lic opinion resides within the business it- 
self. Perverted public opinion is merely 
the result of wrong methods pursued by 
those who are engaged in fire insurance. 
By this it is not meant that public opin- 
fon concerning fire insurance is just; on 
the contrary, it is frequently unjust. We 
have always felt, however, that the way 
to modify this adverse opinion is to deal 
with its elementary causes, to educate 


Can it 
Succeed? 


those identified with the business, give. 


them clearer ideas as to its functions, in- 
troduce more expert knowledge into the 
trarsaction of the business. 

The public accents fire insurance at its 
own estimate of itself. It judges the busi- 


ness by the way in which it is represent- 
ed. The way to build up public confidence 
is to improve the reputation. It is a 
known fact that fire insurance is repre- 
sented in practically every community by 
men who do not understand its true 
functions, who do not comprehend its 
technical features and cannot give the in- 
suree a satisfactory explanation of the 
operation of its economic laws. ‘If those 
interested in improving fire insurance will 
apply themselves to the task of educating 
the agent, the education of the public will 
take care of itself. It is not an exagger- 
ation to say that fifty per cent. of the 
adverse legislation is originated and pro- 
moted by persons who are identified with 
the business itself, not only as agents but 
as officials of the companies. How can 
the public be expected to act intelligently 
on insurance matters, while insurance men 
are constantly making use of the state 
legislatures to promote their own special 
interests? 

We believe that the first need of the 
insurance business is to educate the agen- 
cy forces. The better the representation 
in the field, the more favorable will be 
public opinion in regard to the business. 
It is not necessary, as a matter of fact, 
to educate the property owner in regard 
to the technical details of insurance. The 
aim should be to secure his confidence. 
If the agent has the confidence of those 
with whom he transacts business. there 
will be no difficulty in influencing public 
opinion in the right. direction. If the 
great mass of public opinion today is 
wrong upon the question of fire insurance, 
it is because the business itself among 
the agents, field men and company offi- 
cials is perverted by a mass of wrongly 
conceived opinion. 

We shall watch the result of the edu- 
cational campaign in Ohio and Iowa with 
great interest. Its success will depend 
largely upon the extent to which the co- 
operation of agents is secured, and the in- 
telligence with which the agency forces 
are directed. In other words, the actual 
education should be applied to those di- 
rectly engaged in the business. If they 
are convinced that the plans advocated 
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are good, the necessary amount of public 
opinion will come as a natural result. 


ss SF SB 

There is one important phase of the si- 
tuation referred to briefly last month. 

Attitude towards That is the attitude of 

Agents’ Associ- those having charge 

ations of the movement 
towards agent’s associations. There is 
no active association in Iowa but in 
Ohio there is a thoroughly equipped or- 
ganization. It will be recalled that, as 
the result of the legislative campaign on 
the part of the agency association in 
Missouri, company managers at Chicago 
expressed opinions of an extremely ad- 
verse nature. Notwithstanding the 
agent’s claim that the campaign in Mis- 
souri, in its essential features, was fought 
upon lines agreed upon by company man- 
agers, it is held by those identified with 
the present educational propaganda, that 
the Missouri campaign was conducted in 
direct opposition to the wishes of the 
companies; that the officials of the Mis- 
souri State Association did not carry out 
the agreements reached in conference. 

It is clear that the differences of opin- 
ion which have arisen between compan- 
ies and agents regarding Missouri legisla- 
tion is the outcome of a misunderstand- 
ing. Nevertheless, some underwriters are 
thoroughly impregnated with the idea 
that the present policy of the agency asso- 
ciations is adverse to company interests. 
This opinion has doubtless influenced the 
Committee on the Dissemination of In- 
formation in conducting its Ohio cam- 
paign independently of the State asso- 
About the time the educational 
campaign was inaugurated the president 
of the Ohio association, with two other 
executive officials, visited Chicago and 
volunteered to assist the companies. The 
committee, however, was unwilling to del- 
egate any of its work to the state asso- 
siation. In the light of the experience in 
Missouri, it desired to keep matters en- 
tirely within its own hands to conduct 
according to its own judgment. 


4S KF SK 
We believe a mistake has been made 
in thus antagonizing the State Associa- 


ciation. 


tion. We recognize, 

The Breach however, that the evo- 

Widened lution of the agency 
movement has reached that point where 
it is likely to encounter the open opposi- 
tion of company managers; where an ef- 
fort is likely to be made by the compan- 
ies to break the power of the State Asso- 
ciations by isolating the sympathy of lo- 
cal agents not identified with the organi- 
zation, or not approving of its present 
policy. However much we may theorize 
in regard to the community of interest 
between agents and companies we are 
compelled to face the obvious fact that 
the rise of the agency movement is due 
to a conflict of interest, and that this con- 
flict can only be harmonized by confer- 
ence and concession between the opposing 
interests. 

Thus far we have seen on the part of 
both agents and companies a too evident 
desire to promote special interests without 
due consideration for the other side. 
That this is a wrong attitude in any con- 
flict of interest between employer and em- 
ploye history has repeatedly shown. It 
would be difficult and perhaps impossible, 
to say just where the cause for the pres- 
ent conflict lies; just what misapprehen- 
sions or violated agreements have led to 
the present differences of opinion. But 
the breach exists. The present attitude of 
the company managers toward the Ohio 
State Association must of necessity widen 
this breach. 

B ks 

We are confident, however, that the 
best results cannot be obtained in Ohio, 

or any other state, un- 

A Compromise less the organizations, 

Needed representing the com- 
panies on one hand and the agents on the 
other, can work together in harmony. If 
the agents associations have assumed an 
attitude of too much independence for 
themselves and too little regard for the 
interest of companies to secure this much 
desired harmony, the sooner they modify 
this attitude the better it will be for the 
self interest of the agent. In so far as 
they seek to promote only their own in- 
terests and are unwilling to compromise 
with the companies upon any basis, just 
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so far will they fail to accomplish per- 
manently beneficial results to agents. 

On the other hand, if company organiza- 
tions are disposed to use the State Asso- 
ciations solely for the purpose of promot- 
ing their own interests, without regard 
to the varied interests of the members of 
these state associations, they place them- 
selves in the wrong. Unless they are will- 
ing to compromise and meet the agents 
half way, it is useless for them to ex- 
pect that the agency associations will un- 
dertake to promote those measures which 
are beneficial to the companies. 

If it is true that the officials of the Ohio 
association have offered to co-operate 
with the Western Union in its educational 
campaign, and this offer to co-operate 
has been rejected, then the companies 
have placed themselves in the wrong. 
They have practically announced their 
opposition to the State associations and 
have prepared themselves for a test of 
fighting powers. 

We hope that this is not the attitude of 
the Western Union. We should regret if 
those who have labored to avoid a con- 


fiict have been unsuccessful in their ef- 
forts. We recognize that this conflict is 
The elements of a con- 


always iminent. 
test are ever present, but there ought to 
be enough enlightened opinion among com- 
pany officials and agents to avert an out- 
break of hostilities. There is a point where 
the interests of companies and agents can 
be harmonized. The aim should be to 
converge towards that point of agree- 
ment, and not to seek the extreme points 
of disagreement where compromise is im- 
possible. 
s&s SF SF 
The attention of fire underwriters con- 
tinues to center in the situation in West- 
ern Union circles. 
The Western There has for some 
Controversy time been in progress 
what appears on the surface to be a fac- 
tional fight regarding the control of this 
important organization. It is now stated 
that the opposition to the plans of the 
governing committee which developed at 
the special meeting of the Union at Nia- 
gara Falls, June 5, was due less to dis- 
approval of the merits of its recommen- 


dations than to the feeling that certain 
prominent members of the committee 
should be rebuked. The complaint is that 
the governing committee is ruled with a 
“rod of iron” by three members of that 
body, one of whom is the manager of a 
foreign company, and the other two man- 
agers of leading American companies. 
The feeling has become so intense that a 
prominent Western weekly insurance pa- 
per has felt called upon to criticise the 
“dictatorial attitude’ of foreign managers 
and also to rebuke what it terms mana- 
gers of American companies with “‘in- 
flated craniums.” It is said that there 
is a determined effort on foot to break 
the power of the three Chicago mana- 
gers in question and that unless this is 
done there will be a general upheaval in 
Western union circles. 

While the personal element seems to en- 
ter into this controversy, to one who 
looks below the surface it is apparent 
that the conflict is based quite largely 
upon differences of opinion as to the gen- 
eral policy of the Western Union in re- 
spect to the readjustment of rates. The 
opinion has already been expressed in 
this magazine that the rating problem of 
the future would center most largely in 
the middle west, and that the evolution- 
ary forces at work upon this particular 
phase of the business would manifest 
themselves most. directly through the in- 
surance interests of that section. The 
claims of scientific fire insurance rating, 
as applied to combined classification, 
have appealed with the greatest force 
to Western underwriters, and it has re- 
mained for one of their number to pro- 
duce a treatise upon this question which 
is destined to profoundly affect the fu- 
ture. drift of thowght in relation to rates. 

se Ss 

Mr. Dean’s “Fire Rating as a Science” 
has, since its publication some months 
ago, been the object 
of extended comment 
and criticism, partic- 
ularly in relation to his attitude toward 
the efficiency of the Universal Mercantile 
Schedule, prepared and promulgated some 
years ago by a committee of leading 


A New Rating 
System 
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Eastern underwriters. While Mr. Dean 
does not claim that schedule rating can- 
not be advantageously used in equalizing 
premium charges, yet he holds that the 
universal schedule should not be ac- 
cepted as a finality in the development 
towards scientific rate making; that its 
use without otherrimportant aids tends 
to retard, rather than promote, such de- 
velopment. Mr. Dean holds that while 
the plan of charging for deficiencies and 
deducting for improvements is useful as 
a means of fixing the rate of the indivia- 
ual hazard,—the essence of scientific rate 
making resides in a combined classifica- 
tion of the experience of the different 
companies, from which the actual cost 
of insuring different classes of hazards in 
different sections of the country can be 
determined. 

Mr. Dean’s work is an exhaustive treat- 
ment of the scientific phases of rate mak- 
ing, and evinces a study of the question 
in all its details far in advance of anything 
which has yet been produced in fire in- 
surance literature. In fact, so essential- 
ly scientific is his discourse that he has 
failed to make himself clearly understood 
by the majority of those engaged in the 
business. We believe, however, that this 
misunderstanding will be removed as 
soon as the conditions and theories upon 
which Mr. Dean’s system of rate making 
is predicated are better appreciated. 


se Ss 


Aside from this elaborate treatment of 
the economic aspects of fire insurance 
rates, Mr. Dean has 

offered to the insur- 

ance fraternity a 

practical method of treating the present 
One of the tenets in his 
system of fire insurance rating is that 


A Practical 
Application 


rating situation. 


the premium charge be readjusted from 
time to time, according to the actual 
combined experience of the companies. 
He contends that it is only necessary for 
the companies to agree upon a simple and 
effective system of combining their sta- 
tistics, in order to put this plan into force 
at once. 


Mr. Dean believes that the present 
rates established throughout the country 
as the result of economic conditions, can 
be taken as an efficient standard—a list 
price, in fact—upon which increases or 
deductions can be made as the demon- 
strated experience of the companies wor- 
rants. 

To illustrate: Schedule rates on shoe 
factories in Illinois on December 31, 1901, 
range from one to three per cent., the 
average rate received being 2 per cent. 
If the combined experience of the com- 
panies shows that the actual cost 
of carrying this class of risks in the state 
of Illinois is 21-2 per cent., 25 per cent. 
would be added to all rates, whether one 
or three per cent. There would be no 
change in the printed tariff; agents would 
merely be instructed to collect 25 per cent. 
more than the standard rates. If the 
combined experience of the companies 
showed a return to normal _  condi- 
tions the addition would be taken off and 
the printed tariff collected for the cur- 
rent year. Similarly if the exper- 
ience warranted, deductions would be 
made from the standard rate. The 
printed or list price would always remain 
the same. The price collected from the 
assured would be graded up or down as 
stated, by percentage increases or de- 
ductions, applied alike to all risks what- 
ever the amount of the rate. This sys- 
tem, it is claimed, would be equitable, in- 
asmuch as the varying cost from year to 
year would be spread over all risks in the 
same class, while the deferentiation in 
individual risks would be recognized by 
the application of the schedule. 

Mr. Dean holds that this plan of read- 
justing rates is not only simple, but Is 
perfectly feasible and would, moreover, 
save the enormous expense now imposed 
by the periodical readjustment of tariffs 
made necessary by constantly changing 
conditions. By its application rates 
would automatically adjust themselves to 
the actual conditions, thus obviating the 
present violent fluctuations in the profit 
and loss account, and introducing a 
steadying influence into the business at 
present entirely absent. 
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Mr. Dean’s system of classification has 
the support of many intelligent under- 
writers, who believe 
with him that fire in- 
surance rating can be 
made more scientific in its application. 
His views are, in the main, approved by 
Western underwriters, particularly those 
who are identified with the Insurance 
Survey Bureau of Chicago, While all the 
members of this bureau do not support 
the views entertained by Mr. Dean, or 
endorse everything which he says, yet 
the general spirit which animates them 
is a desire to place fire insurance upon 
a@ more modern basis. The immediate 
business of the bureau has been to in- 
spect risks, but in connection therewith, 
it has undertaken to apply schedules for 
the purpose of furnishing members with 
information as to the cost of insuring the 
hazards inspected. 

In this way it has been brought into 
close touch with the rating situation, and 
without any preconceived plans, has 
come into conflict with the Governing 
Committee of the Western Union, which 
for more than a year has been formulat- 
ing new schedules, designed primarily to 
increase the income of the companies 
upon unprofitable hazards. Prominent 
among these is the mercantile schedule, 
modeled somewhat after the universal 
schedule, but differing with it materially 
in the method of arriving at the base 
rate. When this new mercantile sched- 
ule was issued by the Governing Commit- 
tee the manager of the Survey Bureau 
was requested to formulate an opinion as 
to its usefulness in rating risks inspect- 
ed by the bureau. The comment thus 
made was unfavorable and was resented 


Position of the 
Survey Bureau 


by those members of the Governing Com- 
mittee mainly instrumental in devising it, 
and whose controlling influence in the af- 
fairs of that committee has been the sub- 


ject of adverse criticism. Since its organ-. 


ization some years ago, the Survey Bu- 
reau has been growing in membership 
and strength, and the possibility of its as- 
suming rating functions, particularly in 
anti-compact. states, is recognized. 


The present situation in the West, 
therefore, is that the Governing Commit- 
tee of the Western 

Status of the Union is, apparently, 

Conflict in control of those 
who represent a rating policy, which is 
not approved by those in control of the 
Survey Bureau, all of whom are members 
of the Western Union, and some pf whom 
are on the Governing Committee. 
The conflict is one of ideas and 
must result either in the defeat of one 
of the contestants, or compromise on the 
part of both. The Governing Commit- 
tee’s new mercantile schedule has not yet 
been launched, and it is said to be among 
the possibilities that it may never be put 
into force, at least in its present form. It 
was understood at one time that a read- 
justment of differences had been effected 
by a conference between the Survey Bu- 
reau and the Governing Committee, but 
at the present writing no such confer- 
ence has taken place and the situation 
between the two bodies is still more or 
less strained. 

Matters have been brought to a head 
by the withdrawal from the Survey Bu- 
reau of one of the managers whose con- 
trol of the Governing Committee has been 
the subject of criticism. It is under- 
stood that this action may be followed by 
others and the situation complicated by 
counter action on the part of the mem- 
bers of the Survey Bureau in withdraw- 
ing from the Western Union. It is be- 
lieved, however, that the contest will not 
be carried to this extreme point, and that 
an adjustment in the nature of a com- 
promise will be reached which will be 
satisfactory to all concerned. 

As intimated, we look upon this contro- 
versy merely as one phase of the general 
progress towards more scientific methods 
of fire insurance rating. It was a contest 
which was bound to occur. The disputed 
points will continue to agitate fire insur- 
ance circles, until opinion in favor of 
combined classification is too strong to 
admit of further opposition. The future 
success of the business depends so much 
upon the approval of public opinion that 
it is only a question of time when all 
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company managers will perceive it to be 
for their self-interest to adapt their 
methods of rating to modern economic 
conditions. We believe that Mr. Dean 
has accurately gauged the future trend 
of fire insurance rating. We do not be- 
lieve that the schedule system of rating 
will be abandoned; on the contrary, it 
will come more and more into vogue. For 
the purpose of equalizing charges in the 
ease of individual hazards, the universal 
mercantile schedule is probably as per- 
fect a system as could be devised. It does 
not, however, afford means for determin- 
ing the actual cost of insuring hazards, 
such as would be accomplished by a com- 
bined classification. 
AK SK 

Another step has been taken in an im- 
portant movement inaugurated over a 
year ago by the Na- 
tional Association of 
Local Fire Insurance 
Agents, in the appointment of a special 
committee to confer with the committee 
on laws and legislation of the Insurance 
Commissioners’ Convention, for the pur- 
pose of influencing the enactment of unl- 
form insurance laws on the part of the 
different states. At the Milwaukee con- 
vention of the National Association in 
August, 1900, the following resolution was 
adopted: 

“Whereas, the insurance commissioners 


To Secure Uni- 
form Legislation 


understand and appreciate the needs ot 
the business, and their recommendations 
should and do have great weight with 
the people and their law making repre- 
sentatives; and 

“Whereas, the interests of citizens and 
as well as all those 
legitimately engaged in the insurance 
business, demand greater uniformity and 
statutes governing the 


property owners, 


consistency in 
business; therefore, 

‘Resolved, that the committee on legis- 
lation be instructed to communicate with 
the association of insurance commission- 
ers and tender our co-operation and assis- 
tance in any measures of legislation they 
may desire and recommend.” 

Appreciating the importance of this 
question and believing that herein was 


afforded an opportunity for efficient ac- 
tion on the part of local agents, Presi- 
dent Markham attended the annual con- 
vention of insurance commissioners held 
the latter part of September, 1900. Upon 
the invitation of the president of that 
organization, he addressed the commis- 
sioners assembled, explaining the purpose 
of the resolution adopted by the Na- 
tional Association, and the opportunity 
afforded for co-operation between the 
commissioners and agents in the procure- 
ment of satisfactory legislation. 
se 

Mr. Markham dwelt upon the fact that 
he represented the rank and file of fire 
insurance interests; 
in some cases fellow 
townsmen of the com- 
missioners and citizens of the various 
states which they represented. While the 
interests of the agents were in many 
respects identical with those of the com- 


Position of the 
Agents 


panies, yet their interests were primari- 
ly their own interests as citizens of the 
different states. He pointed out that 
the convention assembled at Milwaukee, 
at which the resolution in question was 
adopted, was attended by agents from 
Maine to Texas and from the Atlantic to 
the Pacific seaboard states. 

President Markham purposed an al- 
liance with the state officials, to help 
them accomplish, in the line of legisla- 
tion, whatever they might decide was 
best for the interests of the state. He 
said, ‘“‘We appreciate the fact that your 
position as guardian of the interests of 
the citizens of the states enables you to 
take a broad and unbiased view of what 
should be done. But it has occured to 
us that you need somebody to go around 
among the citizens of the different states, 
and get public opinion ready, so that you 
can accomplish what you wish. We will 
join hands with you and use our body, 
all through the nation, to try to accom- 
plish the uniform legislation when you 
have prepared it.” 

Mr. Markham further stated that the 
rise of the National and State Agency 
Associations was due largely to the de- 
mand for uniform legislation. He felt 








that the whole country was crying for 
guidance on the subject of insurance 
laws, and that nothing would be more 
convincing to the legislatures than a 
model code which should bear the joint 
approval of the commissioners’ conven- 
tion and the agency organizations. He 
thought there might be in the neighbor- 
hood of 150,000 persons identified with fire 
insurance interests throughout the coun- 
try, whose influence would be thrown in 
favor of any uniform legislation which 
might be agreed upon. He said: “Our 
association aspires to make channels 
through which the public opinion of that 
mass of active men can be directed, and 
we put ourselves at your disposal and 
will be glad if we have the opportunity 
to help you to do this work for the good 
of the nation.” 
se 

This suggestion was cordially received 
by several commissioners in the conven- 
tion and it transpired 
that considerable sen- 
timent in favor of a 
movement towards uniform legislation 
already existed. The following resolu- 
tion was’ adopted by the convention: 

“That the committee on laws and legis- 
lation, which is to be appointed by the 
chairman of this convention, be instruct- 
ed to sit if possible during the year and 
make a report at our next convention on 
certain principles or essential proposi- 
tions that the convention might agree 
upon, and to recommend to the various 
commissioners that they endeavor to 
have the legislators of the several states 
engraft them into the law. And further, 
that the commissioners of the various 
states be requested to send to this com- 
mittee on laws and legislation their 
ideas as to what should be contained in 
a uniform code of laws.” 

The recent action of the National As- 
sociation of Local Fire Insurance Agents, 
in appointing a special committee to con- 
fer with the insurance commissioners, is 
for the purpose of again bringing this 
matter before the commitee on laws and 
legislation, and inducing that committee, 
if possible, to take some steps toward the 


Action of the 
Convention 
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enactment of uniform legislation before 
the next convention of insurance com- 
missioners to be held at Buffalo the latter 
part of September. The committee on 
laws and legislation of the Insurance 
Commissioners’ Organization consists of 
the following: H. D. Appleton, New 
York; S. W. Carr, Maine; F. L. Cutting, 
Massachusetts; W. H. Hart,, Indiana; 
E. L. Schofield, Connecticut. The com- 
mittee of agents appointed to co-operate 
with the commissioners is as follows: 
Emmet Rhodes, Auburn, N. Y., chairman; 
Maynard S. Bird, Rockland, Maine; Bd- 
ward D. Blake, Boston, Mass.; John J. 
Appel, Indianapolis, Ind.; 
Parker, Hartford, Conn. 
The committee of agents has been care- 
fully Selected so as to secure the best 
‘men located in each state whose com- 
missionr is represented on the committee 
of laws and legislation. Mr. Rhodes, the 
chairman of the committee, is peculiarly 
adapted to fill this important position on 
account of his experience 
matters. 


Charles E. 


in legislative 
He is a man of good intellec- 
tual capacity, tact and integrity, and has 
recently assumed an active part in the 
agency movement. 
es es 

The question of uniform state legisla- 
tion is not a new one in fire insurance. 
It has been agitated 
almost since state su- 
pervision began. This 
is not the first effort made to secure the 
enactment of a uniform code. At the 
time the Insurance Commissioners’ Con- 
vention was inaugurated thirty years 
ago, a special committee was appointed 
to draft such a code applying to all 
branches of the business. The best legal 
skill in the country was devoted to its 
preparation. It was finally presented to 
the convention, but no action was taken, 
and the labor was practically useless. 

Since that time the diversity in state 
enactments has constantly grown, and 
alhough the desirability of uniform leg- 


The Results 
Expected 


islation has been increasingly dis- 
cussed, there has been no or- 
ganized effort to bring about such 
a result. Past experiences, together 
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with existing difficulties, have prevented 
either insurance interests or commission- 
ers from engaging in an undertaking of 
so large a character. There are many 
different minds to be suited, while the 
political atmosphere in the various states 
is constantly changing. The condition of 
public opinion is always uncertain and it 
is also a fact that the conflicting self- 
interests of underwriters makes it almost 
impossible to devise a code which would 
be satisfactory to all. 

The rise of the agency movement, how- 
ever, has injected a new force into the sit- 
uation which may be able to accomplish 
results where others have failed. The 
local agents touch the political situation 
in each state so closely that, with the 
growing strength of their State and Na- 
tional organizations, they may be able to 


influence legislation which will facilitate 
the transaction of the business, without 
damaging the interests of the insuring 
public. 

It is not expected that the present 
movement will result in any immediate 
consequences of great moment. The only 
hope is that by co-operation and confer- 
ence between the commissioners and 
agents, a step in the direction of uniform 
legislation among the states may be tak- 
en which will ultimately result in remov- 
ing some, if not all, of the present incon- 
gruities and inconsistencies. It is note- 
worthy that the American Bar Associa- 
tion has recently appointed a committee 
on uniformity of state laws and has 
promised its co-operation with the com- 
missioners and agents, if any steps are 
taken in the direction suggested. 





The reinsurance of the American Fire 
of New York in the Hartford is another 
indication of the centralizing tendencies. 
The American was owned and controlled 
by the Manchester Fire. It will be liquid- 
ated and in all probability the owners of 
the stock will realize a substantial profit 
on their investment.’ The p.emium in- 
come of the American Fire aggregated in 
1900- nearly $1,000,000. The income of the 
Lancashire, recently reinsured by the 
Hartford, was about $2,000,000. The Hart- 
ford has thus acquired since January 1, 
by reinsurance, a business representing a 
premium income of $3,000,000. How much 
of this will be retained when the business 
expires cannot, of course, be predicted. In 
point of premium income the Hartford is 
already the largest fire insurance com- 
pany in America. The premiums re- 
ceived in 1900 were $6,684,000. Some $2,000,- 
000 ofthis income is acquired through 
the New York Underwriters’ Agency. An- 
other instance of the centralizing in- 


fluences at work in fire insurance is the 
fact that the Tranatlantic Fire has re- 
insured all of its United States business 
except in the Metropolitan districts of 
New York and Chicago and on the Pa- 
cific coast. 


It is also interesting to note 


that the Magdeburg Fire has withdrawn 
from business entirely. 


FF SF 


The Illinois department has required 
the home office officials of foreign fire in- 
surance companies to file an affidavit 
showing the companies which they have 
reinsured in, or taken reinsurance from, 
upon property located in Illinois. This 
affidavit is required under the laws of the 
state relating to reinsurance. The affi- 
davits now held by the department are 
signed only by the United States mana- 
gers. The opinion prevails that consider- 
able reinsurance in the United States is 
done through the home offices. 


st Fe 


The action of the Springfield Fire and 
Marine in capitalizing $500,000 of its sur- 
plus funds, increasing its present capital 
to $2,000,000, has attracted widespread at- 
tention. Of this capital stock but $500,- 
000 has been paid in by stock-holders, the 
balance representing dividends declared 
from surplus. This action is particularly 
interesting because it shows that blighting 
adversity has not laid its hands upon all 
companies. 
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IN THE LIFE INSURANCE WORLD. 





A new issue of widespread interest has 
been raised in life insurance circles, 
namely, as to the right of a mutual com- 
pany to issue a non-participating policy. 
Fully one-half of the regular mutual com- 
panies issue non-participating policies for 
the purpose of competing with stock com- 
panies. The Travelers of Hartford is the 
only company now doing a purely stock 
business. Its rate on an ordinary life 
policy at age 35 is $22.70. Several of the 
mutual companies, notably the Mutual 
Benefit, have issued non-participating pol- 
icies, giving a rate lower than this. The 
Mutual Benefit’s rate on an ordinary life 
policy at the same age is $21.70. It is cus- 
tomary, however, where non-participating 
policies are issued by mutual companies, 
to pay low rates of commission. The 
Mutual Benefit’s rate is but slightly load- 
ed for expense, the net American 3 per 
cent. rate being $21.08. The mutual com- 
panies not only claim the legal right to 
issue non-participating policies, but claim 
also that they are a source of profit to the 
mutual policy-holder. Under the stress of 
competition, an appeal has been made by 
the Travelers’ Insurance Company to two 
state departments, Massachusetts and 
Connecticut, and a ruling asked in regard 
to the right of mutual companies to issue 
a non-participating contract. The Trav- 
elers claims that it is a violation of the 
anti-rebate law, but the departments are 
not inclined to accept this view of the 
case, inasmuch as the law recognizes the 
right of the companies to issue different 
classes of policies, and only applies when 
there is discrimination on the same kind 
of contract between individual policy- 
holders. It is possible, however, that an 
issue may be raised- under the charter 
rights of mutual companies; in other 
words, where a mutual company, by the 
terms of its charter, is compelled to issue 
only participating contracts. If any issue 
is raised under this phase of the question, 
it will doubtless be determined by court 


‘ for the position. 


decision. There appears to be no good 
business reason why the members of a 
mutual company should not issue stock 
policies if they so desire. It is entirely 
a question of profit and loss. We believe 
the Massachusetts courts have decided 
that in the case of a mutual fire insur- 
ance company it is permissible to issue 
stock policies. 
es SF 

The next president of the National Asso- 
ciation of Life Underwriters is already be- 
ing discussed. Some of the Western mem- 
bers are anxious that this office should 
be occupied by a man from that section, 
but none who are qualified to take this 
important position have as yet appeared 
as candidates. In fact, it appears quite 
certain that the Western men will not at- 
tempt this year to bring forward a can- 
didate, and the office will probably again 
go to an Eastern man. Mr. S. F. Wood- 
man, chairman of the executive commit- 
tee, has been prominently mentioned for 
this position and has been urged to stand, 
but, it is understood, has positively de- 
clined to do so. There appears to be con- 
siderable sentiment, both in the East and 
West in favor of the re-election of Presi- 
dent Register, who has made a most fav- 
orable impression since his election a year 
ago. He has been able to give a large 
amount of attention to the work, has evt- 
dently enjoyed it, and has succeeded in 
inspiring his associates to unusual efforts 
in the line of organized work. He has 
proved essentially a harmonizing and 
stimulating force, and in view of the in- 
creased interest in the movement, it would 
probably be a wise move for the National 
Association to depart from its established 
precedents and continue in office a man 
who has proved himself eminently fitted 
The National As-socia- 
tion is evidently destined, during the com- 
ing year, to enlarge its functions some- 
what and become more of a positive force 
in the business. Under these circum- 
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stances the success of the organization 
would undoubtedly be promoted by re- 
taining in the presidency a man who is 
already accustomed to the work and is 
in close touch with the present purposes 
and policies of the organization. 


tt SH 


In the May number the circumstances 
of the complaint made against the Equit- 
able Life Assurance Society, to the insur- 
ance department of Wisconscin under the 
anti-rebate law, were fully outlined. Since 
then the commissioner and the attorney- 
general of Wisconsin have visited New 
York and thoroughly investigated the 
matter. Their decision is that no rebate 
was given, the premiums on the policy 
having been paid in full to the company. 
The agent placing the risk, however, ac- 
cepted the note of the insured covering the 
full amount of the premium. 


es FS 


The Berkshire Life is the first of the 
Massachusetts companies to avail of the 
privilege granted by the new Massachu- 
setts law to issue a long term distribution 
policy. While the new law removes the 
limitation as to dividends, it requires that 
they be declared upon the contribution 
plan, thus removing the tontine element 
from the contract. The action of the 
Berkshire is suggestive, showing that 
there is an increasing public demand for 
long-term dividend policies and it is 
among the possibilities that other Massa- 
chusetts companies will follow its exam- 
ple. The new policy is an extremely lib- 
eral one as to cash values, which are 
larger than those required by the state 
law, and with the exception of those 
given by the Mutual Life of New York, 
appear to be larger than the values grant- 
ed by other companies. After the tenth 
year the cash values given by both the 
Berkshire and the Mutual exceed the 
American 3 per cent. reserve. 


st Ss 


The Mutual Reserve Fund Life Associa- 
tion has notified its policy-holders that a 
special assessment will be made for the 
purpose of discharging unpaid death 
claims, which are at the present time ex- 


cessive. The total liabilities of the Mu- 
tual Reserve on December 31 were $2,537,- 
000. Of this sum $1,825,000 consisted of 
unpaid claims, showing an increase of 
over $200,000 over the same period in 1899. 
The unpaid claims of the association 
amount to 10 per cent. of its insurance in 
force, a striking exhibit as compared with 
old-line companies, where the percentage 
is less than 2-10 of one per cent. of insur- 
ance in force. The excessive unpaid death 
claims of the Mutual Reserve is one of 
the reasons why it is extremely difficult 
for the organization to recover public con- 
fidence. While the special assessment 
levied may afford temporary relief, it is 
not improbable that it will only result 
in further complications and render the 
stability of the organization even more 
doubtful. 
se 

A new law was passed at the last ses- 
sion of the Minnesota legislature permit- 
ting assessment life insurance companies 
to reincorporate on a legal reserve basis, 
placing them, however, in a class by 
themselves and allowing them privileges 
not extended to so-called old-line compan- 
ies. These special privileges are, a term 
valuation during the first year of the poli- 
cy and the admission of policy liens as 
assets. The new law appears to effect 
the separation of legal reserve companies 
into two classes, those which put up the 
full reserve during the first year and those 
which do not, thus tending to eliminate 
the confusion in the public mind in regard 
to the character and finacial security of 
companies using the term valuation. 


ee 


By vote of 24 to 14 the insurance com- 
missioners of different states have decided 
to hold their next annual convention at 
Buffalo instead of at Seattle as voted at 
the Hartford convention. It is expected 
that this change will result in a larger 
attendance of commissioners, especially 
from the East, than would otherwise have 
occurred. The attendance of Eastern 
commissioners, whose influence is always 
in the direction of conservatism, is par- 
ticularly desirable this year inasmuch as 
several important matters are likely to 
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come before the cunvention; among them, 
uniform legislation, the treatment of sur- 
plus funds in life insurance and the ques- 
tion of reporting life insurance policies 
upon a cash-paid basis. 


et SF SH 


The statement made in the last num- 
ber of this magazine to the effect that 
Mr. Nichols was the only living Ameri- 
can actuary recorded in favor of the pre- 
liminary term valuation, and Mr. Macau- 
lay the only Canadian actuary so record- 
ed, has excited criticism among the ad- 
vocates of preliminary term valuation, 
who claim that this does not adequately 
represent actuarial opinion. The state- 
ment certainly does, so far as _ the 
Actuarial Society of America is concerned, 
although it is claimed that Mr. Fackler 
is also in favor of the preliminary term 
valuation. He has, however, never pub- 
licly stated his views upon this question. 
The only grounds for supposing that he 
favors this proposition is that he has been 
employed by some of the one-year-term 
companies, but this does not warrant any- 
one in saying that Mr. Fackler believes in 
the one-year-term valuation as a sound 
life insurance proposition. There are a 
number of gentlemen, outside of the Ac- 
tuarial Society, engaged in actuarial prac- 
tise, who favor the preliminary term re- 
serve. We do not say that these gentle- 
men have not just as good a right to be 
called actuaries as those who are mem- 
bers of the Actuarial Society, although 
there are many who hold that they have 
not so much right; but even if they have 
a right to be called actuaries, they have 
certainly damaged their reputations as 
such, by publicly endorsing the prelimi- 
nary term valuation as a sound principle 


of life insurance, while acting as attor- 
neys for one-year-term companies. 


Fe 


In advising its agents of its change to 
the American 3 1-2 per cent. reserve basis, 
The Hartford Life has this to say of the 
preliminary term issue: 

“The one-year preliminary term condi- 
tion will be retained in all policies, and 
the company wishes to impress upon you 
the importance of a full understanding of 
this condition of the policy so that your 
attitude in presenting the same to the 
public may not be one of apology, but 
that you may feel that a company adopt- 
ing this condition is safer and better for 
the insured. We believe that every con- 
sideration of justice, morality and fair 
dealing requires that each policy should 
be self-supporting, and that the cost of 
placing the business should not be charged 
against the accumulated profits of former 
policy-holders. As an insurance man, you 
are not misled by the absence of this con- 
dition in any policy into the belief that 
because of its absence the policy-holder is 
relieved of the cost of obtaining the insur- 
ance. Like the drummer’s overcoat, it is 
there just the same, although the layman 
is deceived by the form of the contract. 
The cost of obtaining the insurance is in 
this case charged to and deducted from 
the policy-holders’ accumulated surplus.” 


et Ft SF 


The New York Life was one of the few 
companies which insisted upon collecting 
the national stamp tax from the policy- 
holder. The majority of the companies 
preferred to pay this tax themselves. 
President McCall now says that by pur- 
suing this policy over $400,000 has been 
saved to old policy-holders. 























THE FIRE INSURANCE AGENCY FIELD. 























Notes of Interest Relating to the Association Movement—General Information Covering the 
Whole Field. 


With the approach of the convention of 
the National Association of Local Fire 
Insurance Agents, considerable interest 
has been aroused in the election of officers 
for the ensuing year. It has become evi- 
dent that the companies are much inter- 
ested in this particular question, and that 
some of them desire to effect, if possible, 
a change in the present administration. 
The opposition is directed against Presi- 
dent Markham and Secretary Holmes. 
While the company managers have taken 
no positive stand, there is an undercur- 
rent of feeling unfriendly to the reelection 
of these two officials, on account of their 
attitude towards state legislation in Il- 
linois and Missouri. So far as Mr. Holmes 
is concerned, it appears that no issue will 
arise, inasmuch as he does not propose to 
stand for re-election anyway, having 
freely given his time and energy to the 
duties of this office for two years. Mr. 
Markham has served,the National Asso- 
ciation as President for one year and 
the indications point strongly to his re- 
election. He has made a strong chief ex- 
ecutive, and if any issue is raised, the 
National Association will doubtless feel 
like endorsing his administration. While 
there may be considerable skirmishing, it 
is probable that in the final heat Mr. 
Markham will be unanimously re-elected, 
as President Woodworth was two years 
ago. 

se 

An amended constitution for the Na- 
tional Association is being considered by 
the executive committee of that organiza- 
tion. It provides that no state associa- 
tion shall advocate the passage of any 
legislation until it has been approved 
by the committee on legislation of the 
National Association. This amendment is 


designed to obviate difficulties met with 
during the past year, and, it is antici- 
pated, will result in greater conversa- 
tism on the part of the state associa- 
tions. 
est SF 

It begins to be clear that one of the 
leading issues before the forthcoming con- 
vention of the National Association will 
be the resolution suggested by President 
Wilson of the Utah Association in respect 
to rate cutting companies. An amend- 
ment has been suggested by which the 
action will not apply to anti-compact 
states, or to companies which are non- 
board in all parts of the country. The 
design of the original resolution was to 
reach companies which operate under 
board rules in some sections and cut rates 
in others. The proposed action is being 
thoroughly discussed, and by the time the 
National Association convenes, its mem- 
bers will undoubtedly have made up their 
minds whether this action can be wisely 
taken or not. 

s+ FF 

The Western Union has extended all its 
rules to excepted cities, with the excep- 
tion of those pertaining to rates and com- 
missions, the question of compensation 
to agents being left open until adjusted 
by co-operation between union and non- 
union companies. No definite results 
have as yet accrued in the line of secur- 
ing that co-operation. The special com- 


_mittee of the union having charge of 


the matter is authorized to enforce any 
rules which are agreed upon by practi- 
cally 90 per cent. of the leading compan- 
ies operating in excepted cities. As in the 
East, however, great difficulty has been 
encountered in formulating an agreement 
which is satisfactory to all interests. 
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Agents in the state of Indiana, as well 
as elsewhere, are very much interested in 
the attempt now being made by the Au- 
ditor to strictly enforce the law in re- 
spect to agents’ licenses. The existing 
laws provide that an agent shall file with 
the Clerk of the Circuit Court, of the 
county in which he does business, a cer- 
tificate of authority from the state to 
transact insurance. The Auditor’s inter- 
pretation of this law is that the agent 
can only do business in the county where 
such a certificate is filed, and that it is 
necessary to file a certificate in each 
county where it is desired to do business. 
The Auditor says, however, that this does 
not apply to general or district agents 
whose business is purely supervisory. In 
the case of a town or city, where the 
county line divides, the agent must have 
a certificate of authority for each county 
and in order to place widely distributed 
property, as in the case of a trust, it will 
be necessary to have a certificate for every 
county in which the trust property is lo- 
eated. An exemption is made in the case 
of railroad insurance where the risks are 
written as an entirety by a certified agent 
or agency, without crossing county lines 
to effect the insurance. The auditor’s en- 
forcement of the law, as interpreted by 
him, is an expensive luxury to some local 
agents and it is possible that the courts 
may be asked for an interpretation. It is 
an interesting fact that this Indiana law 
tends to accomplish, what many local 
agents have considered desirable, namely, 
to limit the operations of each agent to 
the county in which he resides. This is 
an extension of the resident agency idea 
to county instead of state lines, and while 
favored by some agents it is opposed by 
others, according as the special interests 
of each are affected. The interests of lo- 
cal agents often overlap from one county 
to another and business which, so far as 
territory is concerned, naturally belongs 
to one agent is frequently captured by a 
non-resident. Around this phase of the 
business revolves the agitation in regard 
to overhead writing by agents, a problem 
which has frequently been discussed and 
which is likely to be considered at the 


forthcoming meeting of the National As- 
sociation. The matter has already been 
agitated by some of the state associa- 
tions. 
FF SH 

In connection with the educational cam- 
paign now in progress in Iowa, an at- 
tempt was made at the recent meeting of 
the Western Union to reduce rates 
upon preferred classes. This reduction is 
a part of the political program outlined by 
the Committee on the Dissemination of 
Information. Statistics ‘were presented 
showing that preferred rates in Iowa were 
high and that commissions, largely in ex- 
cess of the usual rate, were paid by some 
companies to secure this class of busi- 
ness. The committee believed, in view of 
the desirability of influencing public 
opinion in favor of a modification of ad- 
verse legislation, that a substantial re- 
duction in rates upon these hazards was 
necessary. The Union declined to adopt 
the suggested reduction. Since then, Mr. 
John P. Hubble, who has charge of the 
educational campaign, has addressed the 
members of the Western Union for the 
purpose of creating sentiment in favor of 
the proposed reduction in order that the 
matter may, if possible, be more favor- 
ably considered at the next meeting of 
the union. The general policy of the 
Western Union, however, is to let pre- 
ferred rates alone for the present, unless 
forced to reduce them by the competition 
of non-union companies. The entire ef- 
fort during the past year has been direct- 
ed toward securing an advance upon un- 
profitable classes. It is believed inexpe- 
dient to make further -reductions until 
the unprofitable classes have been placed 
upon a paying basis. It is recognized, of 
course, that in a state like Iowa, where 
a rigid anti-compact law prevails, some 
difficulty may be experienced in securing 
advanced rates on unprofitable classes. 
It is therefore argued that if the repeal 
of the anti-compact law can be secured 
by concessions in rates on preferred 
classes, the business as a whole will ben- 
efit. The difficulty is that the interests 
of some of the leading companies are so 
largely bound up in maintaining high 
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rates on preferred classes, that they hesi- 
tate to endorse any cut which will affect 
their income to any substantial degree. 


st SF 

The newly organized Local Fire Insur- 
ance Agents’ Association of Arkansas has 
declared itself against dual and multiple 
agencies and requested company mana- 
gers not to establish agencies in towns of 
less than 1000 inhabitants, and in cities 
and large towns not more than one 
agency for each 4,000 inhabitants. This 
action of the Arkansas Association is 
unique, inasmuch as it prescribes definite 
limitations in regard to agency represen- 
tation. 

es Se 

The Ohio State Agents’ Association, as 
well as those in Kentucky and Arkansas, 
has departed from the uniformmembership 
fee. It retains the fixed fee of $2.00 in the 
case of all agents, but in addition, each 
member is assessed 1-10 of one per cent. 
upon his premiums. This latter assess- 
ment was adopted mainly for the pur- 
pose of employing a manager to promote 
the interests of the organization. 


es Se 

It is understood that further efforts to 
increase the membership of the Eastern 
Union have been postponed until fall. 
Some of the large companies are impa- 
tient under the present conditions and 
would gladly withdraw from the organiza- 
tion if they could do so without bearing 
the onus of having caused its destruction. 


ee 

Reports from Louisville indicate that 
the single agency reform in that city has 
produced satisfactory results. Over two 
years ago the Louisville Board passed a 
rule that no member should represent a 
company having more than three agents 
in the city. Subsequently this was re- 
duced to two agencies and afterwards to 
one. At the present time no company has 
over three agents, 62 out of 104 represented 
having but one agent. Twenty-five have 
two agents and 17 have three agents. It 


is predicted that every company will, in 
the near future, be upon the single agency 
basis. 
es eS SS 
Much of the interest in the Western 
Union’s educational campaign in Ohio and 
Iowa centers in the personality of its in- 
stigator, Mr. John P. Hubble, whom the 
Western Underwriter thus describes: 
“Mr. Hubble is a man of acccomplish- 
ments, a man of convictions, fearless, out- 
spoken, tireless. In his early days he dab- 
bled a little in local politics, knows the 
local agency ropes from “A to Izzard;” 
served years in the field as a special 
agent, and for the last three years has 
been hoiding down a managerial chair. 
His fearlessness and plain speaking have 
often caused his actions to be criticised by 
the more conservative of the managing 
underwriters, but even now they see that 
his course is correct, and that only the 
“daylight” policy can count in a cam- 
paign such as he is conducting for the 
benefit of the companies in the enlighten- 
ment of the public.” 
ss Ss 
The Insurance Survey Bureau of Chica- 
go has just made a report showing the 
comparative cost of inspections since its 
inauguration three years ago. In 1898 the 
cost of each inspection was $1.23, in 1899, 
161-2 cents per inspection, in 1900, 9 3-4 
cents per inspection, and thus far in 1901 
the cost has been 81-8 cents per inspec- 
tion. The decrease in cost, of course, is 
largely due to the increased membership. 
Thirty companies are now subscribers to 
this bureau and the number will probably 
be increased in the near future, 
se 
The Milwaukee Mechanics and Milwau- 
kee Fire Insurance Company of Milwau- 
kee have resigned from the Western 
Union. The president of the companies 
states that this action is due to disap- 
proval of the separation-graded commis- 
sion rule. The companies do not care to 
antagonize the agents by enforcing this 
provision. 
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short, clear, pointed, topical treatment of 
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